Woman C.P.A.
Volume 7

Issue 4

Article 5

6-1945

Opportunity Knocks: A Discussion of Latin American Trade.
Possibilities
W. A. Darrah

Follow this and additional works at: https://egrove.olemiss.edu/wcpa
Part of the Accounting Commons, and the Women's Studies Commons

Recommended Citation
Darrah, W. A. (1945) "Opportunity Knocks: A Discussion of Latin American Trade. Possibilities," Woman
C.P.A.: Vol. 7 : Iss. 4 , Article 5.
Available at: https://egrove.olemiss.edu/wcpa/vol7/iss4/5

This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It
has been accepted for inclusion in Woman C.P.A. by an authorized editor of eGrove. For more information, please
contact egrove@olemiss.edu.

William A. Darrah was born in Providence, R. I., and edu
cated at Worcester Polytechnical Institute, receiving the de
gree of B.S. in 1908 and of E.E. in 1909. He is a member of
the American Institute of Electrical Engineers; American So
ciety of Mechanical Engineers; American Chemical Society;
American Electro-Chemical Society; American Ceramic So
ciety; and other scientific and business organizations. Many
patents and many scientific articles have been the result of his
research and development of equipment. At the present time,
he is President of Continental Industrial Engineers, Inc., and
of Intercontinental Engineers, Inc., specialists in the design
and construction of industrial plants, special equipment, and
industrial furnaces.

Opportunity Knocks
A Discussion of Latin American Trade. Possibilities
By W. A. Darrah

Great political changes are in progress
throughout the world today. They are the
direct result of changing economic condi
tions, and will necessitate redrawing the map
of the world. One evident effect, undoubt
edly, will be a mass movement of capital
from the more industrialized countries to
those which previously have depended largely
on agriculture for the support of their inter
nal economy. Indeed, this movement is al
ready in progress.
The mass migration of capital which we
are about to witness presents an opportunity
and a challenge. The opportunity invites
improvement of the living conditions of mil
lions of human beings, the development of
innumerable natural resources now lying idle,
and the finding of productive work for many
now unemployed. On the credit side of the
ledger also, the movement offers ample finan
cial reward for those who heed its call.
The challenge arises from the necessity of
utilizing well balanced judgment in both
directing and following the flow of capital.
Those who would profit from this movement
must have a clear vision of the inter-action
of the economic cause and effect involved.
If they would play a role on this stage, they
must prepare themselves well.
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This discussion is intended to summarize
some of the forces which in the writer’s
opinion are now in action and discuss some
of the problems which they involve.
Factors at Work on Capital—Capital in
the United States today is subject to many
rules and penalties which are urging it to
move to more favorable localities. The haz
ards to capital in the United States today
are too well known to require discussion.
Confiscatory taxes, arbitrary limitations of
its utilization, a host of cramping rules and
regulations, and the perennial struggle be
tween the “haves” and the “have-nots,” are
illustrations of a few of the factors which will
inevitably drive capital to seek other fields.
It does not seem likely that these forces will
soon subside, although undoubtedly they will
be replaced ultimately by more favorable
conditions. Because of the tremendous mass
of the forces at play, the time intervals will
be long and are likely to be measured in gen
erations rather than in years.
Capital will, however, follow the direction
of the resultant of all forces affecting it at
any given time.
New Fields for Capital—Within our own
boundaries some capital will find inviting
opportunities in the newer industries and

those fields which are subject to marked speaks Spanish or Portuguese, but it covers a
technological advancement. A few of these great range of countries from those highly
possibilities are found in the chemical field, industrialized to those almost entirely agri
the electrical field, and those activities which cultural.
contrive to apply technological advances in
Our neighbors to the south have some
chemistry and physics to further their own countries whose greatest area is along the
development.
Equator, as well as countries whose lands
It is probable that these attractive domes and climates are comparable with Canada
tic fields will by no means absorb restless and our own Northwest.
Mexico, Central America and South
capital and it would appear a certainty that
a mass migration of capital will send sub America offer largely undeveloped territory
stantial sums to other countries which at with a minimum of capital. The population
present are relatively undeveloped in an in is friendly and industrious (although a large
percentage is unskilled). A large portion of
dustrial sense.
Let us consider the forces which are urg the population of Latin America exists un
ing capital to new fields.
j der conditions which, judged by our basis,
Demands of Capital—In the first place, would be considered decidedly sub-standard.
capital will require a reasonably stable gov This presents an opportunity for supplying
ernment. This is essentially assurance that this portion of the population with the many
political conditions will “stay put” for a rea products of industry which the more indus
sonable time—that the “rules of the game” trialized portions of the world consider essen
will not be arbitrarily changed while the tial to well-being. Such a condition in itself
game is in progress, and that the rules will opens up large fields for industrial activity,
for improvement of living conditions, for ex
be fair.
tension of trade, and for employment of capi
Capital will also demand a reasonable ex
pectation that it will be protected from con tal.
Thus large undeveloped markets, a large
fiscation, exorbitant taxes, etc., and that it
will be permitted to retain the fruits of its volume of friendly and productive labor,
and the ability to raise an amazing list of
activities.
The movement of capital will be greatly agricultural products are all items on the
influenced by assurance that it will be pos credit side of the ledger.
Against these obvious advantages must be
sible to pass across international boundaries
with only reasonable restrictions, and without weighed the difficulties which currently exist,
although it is very probable that existing
great loss.
Capital will seek out those locations where difficulties may be minimized as capital flows
competitive conditions will be most favor in greater volume into Latin America.
able. In general, the countries whose econ
Some Problems Involved in Latin American
omy is built around tropical products rather Trade—One of the difficulties involved is
than those countries whose climate and prod the matter of exchange.
ucts compete directly with the products of
Each of the countries in this trade natu
the United States, Canada, and the British
rally has its own currency which in the past
Commonwealth, etc., offer most to venture has been subject to considerable fluctuation.
some capital.
Most of these currencies are now subject to
Further, of course, an ample source of governmental control and official permission
cooperative labor must be available in order must be obtained in order to transfer sub
to induce large influx of new. capital. .
stantial amounts of capital, either into, or
Latin American Opportunities — Near at
out of, these countries.
hand, to the south, lies a group of friendly,
Taxes are an important item in Latin
progressive countries, with great natural re
sources, and an unconquerable will to achieve America, but under present conditions are
their rightful place in history. In the shrink merely a fraction of the sums involved in
ing world of an air-minded era, Latin Amer the United States. Import and export duties
ica will have a large place in our own in must be considered in any transactions with
these countries. In several cases, taxes or
dustrial development.
Latin America as a term gives little in duties are placed against exports as well as
formation. It is currently used to include against imports. In many cases, the amount
that portion of America which normally of imports and the amount of exports are
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limited by governmental ruling to definite
quotas.
In some cases (as, for example, Brazil)
import or export duties are placed on the
transfer of materials from one state within
the country to another state within the same
country.
In general, the restrictions involved by
these factors are not too burdensome, but
they do increase the complexity of dealing
with Latin America, and must be under
stood by those dealing in these countries.
A Basic Axiom of Foreign Trade—It must
be recognized that international dealings can
only be continuously successful when there
is a flow of commodities and exchange in
both directions. Obviously any single country
can not continuously import unless it can pay
for the imports either in money or in prod
ucts. Therefore, all exports must ultimately
be approximately balanced by imports in
any sound series of continuing transactions.
In many cases, the cycle may partly be closed
by the so-called invisible balance which is
represented by such items as tourists’ ex
penditures, luxury exports, gold or similar
production, etc.
Comparative Position of Latin America—
In order to properly appraise the opportu
nities of Latin America, it is helpful to
compare its trade with the trade of the rest
of the world. Table I gives comparative trade
statistics showing the exports and imports
between these countries as a group and some
of the other leading countries of the world.
Table I
Comparative Latin American Trade (1938)
Items Purchased from Items Shipped into
Latin America
Country
Latin America
$ 564,000,000
United States .......... $ 597,000,000
218,000,000
Great Britain ...... 471,000,000
None
Russia .........................
1,000,000
243,000,000
Industrial Europe.... 389,000,000
39,000,000
Agricultural Europe..
70,000,000
374,000,000
Within Latin America 336,000,000
257,000,000
Germany .....................
360,000,000
96,000,000
Miscellaneous ............
109,000,000

$2,221,000,000

$1,791,000,000

It is important to note that the trade be
tween the United States and Latin America
as a group represents the largest single item,
followed closely by the trade between Latin
America and Great Britain. It is of interest,
and somewhat consoling, to note that the
items purchased by the United States from
Latin America approximately equal in value
the items travelling in a counter direction.
[10]

Indeed, it is quite probable that the invisible
balance between the two groups would just
about equalize the two sums involved.
On the other hand, it is of interest to note
that the purchases of Great Britain from
Latin America are considerably greater than
the sales to Latin America. Incidentally, it
is quite probable that Argentine meat is the
largest factor in this unbalance. The apparent
unbalance between purchases and sales be
tween Latin America and Great Britain
would indicate that we should expect pur
chases by Latin America from the British
commonwealth to increase substantially over
the years. At least we may be sure efforts
will be made to bring British imports into
balance with British exports.
The extremely small volume of trade be
tween Russia and Latin America indicates
the self-contained nature of Russian devel
opments.
The total annual transactions between
Latin America and the bulk of the world
amount to approximately two billion dollars,
which represents a little less than 10 per cent
of the total normal annual international bus
iness of the world. This figure is enlightening
in illustrating the current position of Latin
American trade.
With migration of capital to the South
and the consequent development of its indus
try, it seems reasonable to expect the relative
volume of Latin American trade, compared
with the export trade of the balance of the
world, to double or treble. Such a condition
will make the trade of the American Repub
lics of great importance.
Division of Export Trade Among the Latin
American Countries—Table II gives a rough
indication of the total imports and exports
of the principal Latin American countries.
Like Table I, it is based on conditions in
1939 before the economic situation was un
balanced by war.
Table II is of interest in showing the dis
parity between population and foreign trade.
As might be expected, countries producing
large amounts of essential raw materials such
as petroleum (Venezuela) or copper (Chile)
show an unusual ratio of exports to popula
tion. Those countries having a relatively low
ratio of exports to population would appear
to be logical spots for future development
and therefore possibly offer added induce
ments to new capital.

Table II
Comparative External Trade of Individual
American Republics (1939)
Country
Population Imports
Exports
Central America
Nicaragua .........
883,000
$3,000,000
$3,500,000
Honduras ............... 1,090,000
6,100,000
4,800,000
Salvador ............... 1,745,000
5,400,000
6,500,000
Guatemala ............ 3,260,000
12,400,000
9,700,000
Panama .................
570,000
10,400,000
2,200,000
Puerto Rico........... 1,861,000
...............
........
Dominican Republic 1,650,000
6,600,000
8,500,000
Cuba ....................... 4,253,000
62,600,000
84,200,000
Costa Rica ...........
€39,000
7,500,000
6,000,000
Mexico ........................ 19,320,000
64,800,000 110,900,000
Ecuador ..................... 3,000,000
6,200,000
7,000,000
Colombia ................... 8,986,000
52,600,000
55,700,000
Chile ........................... 4,940,000
60,700,000
82,100,000
Peru ........................... 7,000,000
35,100,000
44,900,000
Argentina ................... 12,762,000 261,600,000 258,700,000
Bolivia ....................... 3,400,000
14,700,000
20,300,000
Paraguay ...................
970,000
5,700,000
5,300,000
Uruguay ................... 2,147,000
36,400,000
36,600,000
Brazil .......................... 40,900,000 174,800,000 176,000,000
Venezuela ................. 3,650,000
57,600,000 161,400,000

Total

...................................... $884,200,000 $1,084,300,000

Each Latin American Republic has an in
dividuality quite its own. It is customary to
talk glibly as if the group were a single unit,
but this is quite misleading. Any lengthy dis
cussion of individual characteristics of the
various republics would fill a large volume,
but it may be of interest to summarize the
distinguishing factors of some of the re
publics accounting for a large volume of
external business and therefore republics
which are likely to appear frequently in our
dealings with Latin America.
The Argentine — The Argentine market
closely resembles the general conditions in
the United States. This country is more de
veloped industrially than the other republics
and has quite an extensive manufacturing
industry. In addition, Argentina possessses
very large grazing land and is orfe of the
world’s largest producers of beef, most of
which, by the way, under normal conditions
is exported to Europe.
Agriculture in the Argentine is confined
largely to products closely paralleling agri
cultural activity in the United States. It
will therefore, be apparent that Argentina
is likely to compete in the world markets
with the United States and may have diffi
culty in exporting substantial quantities of
materials to this country. Such a condition
is likely to direct Argentina import trade to
Europe in order to insure a balance between
imports and exports.
Brazil—Brazil, unlike the balance of the
American Republics, speaks Portugese as a
national language. It is the largest of the

Latin American Republics and indeed is
larger in total ground area than continental
United States. The coast line of Brazil is
actually longer (all, of course, on the At
lantic Ocean) than the total coast line of
the United States, including both oceans
and the Gulf.
The United States of Brazil also have the
largest population of any of the Latin Amer
ican Republics.
Brazil, unlike the Argentine, is relatively
undeveloped industrially, but is eager to in
crease its manufacturing establishments and
substantial plans are under way to accom
plish this.
Unlike Argentina, the economy of Brazil
today is largely based on the products of a
tropical and semi-tropical agriculture, sup
plemented by a substantial output of min
erals and metals.
Brazilian economy at the present time is
supplementary to that of our own, rather
than competitive, and it is very probable
that commercial intercourse with Brazil in
the coming years will far exceed our inter
course with any of the other Republics.
Mexico—The Republic of Mexico offers
large opportunities in the way of trade with
our country. It is becoming increasingly in
dustrial minded and there are innumerable
plans for large developments there. These
plans include development of its agricultural
products and its forests, as well as numerous
manufacturing installations to utilize its own
raw materials in producing much needed ar
ticles for domestic consumption.
In common with most of the Latin Ameri
can Republics, there is in Mexico much op
portunity to raise the living standards of the
great majority of the population.
Management Must Follow Capital — It
seems inevitable that in the very near future
we shall witness a substantial migration of
capital to numerous Latin American coun
tries. This will probably take diverse forms,
such as the participation of American in
vestors in various enterprises in these Re
publics, as well as the direct organization of
new companies in this field. Many wellknown American companies have already
established branches in the Republics to
the south, and more have definite plans to
enter this field.
It seems evident that this activity can be
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mutually advantageous, only if there is a
substantial migration of management along
with capital. In most cases, this is welcomed
by our neighbors to the south and in prac
tically every case, it is essential to the success
of these enterprises. Such a migration of
management may not be permanent, al
though judging from previous movements, a
large percentage of those migrating are
likely to remain more or less permanently
in their new homes. It is essential that the
migration of necessary management must
be encouraged in order to insure the safety
of the migrating capital, and its profitable
use.
Preparation for Success in the Latin
American Field—Those whose interests and
talents lead them to participate in the ven
ture into the Latin American field must be
well prepared if they would succeed.
Obviously, a working knowledge of the
language and customs of the people is es
sential. Spanish is the official language
throughout Latin America, with the excep
tion of Brazil where Portugese is spoken.
The rules of courtesy and friendship apply
even more emphatically in Latin America
than in the United States. “Do unto others
as you would have them do to you,” is a
valuable and practical axiom.
A knowledge of the history and previous
background of the country gives an under
standing of the people and is of immeasur
able assistance in dealing with them.
It is equally obvious that a knowledge of
local business customs is essential. One must
be prepared for a different viewpoint. For
example, the general attitude current in
Latin America anticipates substantially larger
profits than are common in the United States.
Accounting procedure frequently does not
cover reserves and depreciation in a manner
which would be considered adequate in this
country. The interest rate on loans is ordi
narily far higher. The safety of loans ap
pears on the average to be comparable with
that in the United States.
Taxes are much more numerous and, per
haps, more annoying, but in general they

consume far less of the total income.
The obvious problems of exchange, duties
(both import and export) and a host of
government stamp taxes, etc., must be mas
tered.
The size of the individual orders arising
in the Latin American Republics is far less
than corresponding orders in the United
States.
All of these factors must be recognized
and considered sympathetically by those who
would do business with these countries.
Those who sympathetically and intelli
gently cultivate this field are likely to find
the reward extremely attractive.
Points of special consideration in handling
Latin American Business—The importance
of a knowledge of the language has been
mentioned and, in addition, the accountant
planning on handling work with Latin
America will need a broad education on
taxes, import and export duties, banking,
preparation of quotations covering terms of
payment, method and time of shipment and
the currency in which drafts are to be drawn
and payable. Other important factors are:
the unit in which price is quoted with its
obvious implication of packing method and
transportation cost; conformity with cus
tomers’ requests based on variation of the
respective import duties.
Our leading universities have anticipated
the need for supplying this background ma
terial and have drawn together specialists
capable of presenting the necessary combi
nation of specific material dealing with the
financing and exporting of commodities to
Latin America. These experts are necessarily
largely of Latin American origin, capable
of conveying the spirit of the business men of
these countries as well as other essential in
formation.
In addition to this broad survey, it will
be desirable for the accountant to maintain
continuous contact with the consular service
of the respective countries in order that he
may master existing practices and keep
abreast with revisions thereof brought about
by increased mutual understanding.
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